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SEC. 201. SPECIAL DEPRECIATION ALLOWANCE 
FOR CERTAIN PROPERTY ACQUIRED 
AFTER SEPTEMBER 10, 2001, AND BE-
FORE SEPTEMBER 11, 2004. 

(a) IN GENERAL.—Section 168 (relating to 
accelerated cost recovery system) is amend-
ed by adding at the end the following new 
subsection: 

‘‘(k) SPECIAL ALLOWANCE FOR CERTAIN 
PROPERTY ACQUIRED AFTER SEPTEMBER 10, 
2001, AND BEFORE SEPTEMBER 11, 2004.—

‘‘(1) ADDITIONAL ALLOWANCE.—In the case of 
any qualified property—

‘‘(A) the depreciation deduction provided 
by section 167(a) for the taxable year in 
which such property is placed in service shall 
include an allowance equal to 30 percent of 
the adjusted basis of the qualified property, 
and 

‘‘(B) the adjusted basis of the qualified 
property shall be reduced by the amount of 
such deduction before computing the amount 
otherwise allowable as a depreciation deduc-
tion under this chapter for such taxable year 
and any subsequent taxable year. 

‘‘(2) QUALIFIED PROPERTY.—For purposes of 
this subsection—

‘‘(A) IN GENERAL.—The term ‘qualified 
property’ means property—

‘‘(i)(I) to which this section applies which 
has a recovery period of 20 years or less or 
which is water utility property, or 

‘‘(II) which is computer software (as de-
fined in section 167(f)(1)(B)) for which a de-
duction is allowable under section 167(a) 
without regard to this subsection, 

‘‘(ii) the original use of which commences 
with the taxpayer after September 10, 2001, 

‘‘(iii) which is—
‘‘(I) acquired by the taxpayer after Sep-

tember 10, 2001, and before September 11, 
2004, but only if no written binding contract 
for the acquisition was in effect before Sep-
tember 11, 2001, or 

‘‘(II) acquired by the taxpayer pursuant to 
a written binding contract which was en-
tered into after September 10, 2001, and be-
fore September 11, 2004, and 

‘‘(iv) which is placed in service by the tax-
payer before January 1, 2005, or, in the case 
of property described in subparagraph (B), 
before January 1, 2006. 

‘‘(B) CERTAIN PROPERTY HAVING LONGER 
PRODUCTION PERIODS TREATED AS QUALIFIED 
PROPERTY.—

‘‘(i) IN GENERAL.—The term ‘qualified prop-
erty’ includes property—

‘‘(I) which meets the requirements of 
clauses (i), (ii), and (iii) of subparagraph (A), 

‘‘(II) which has a recovery period of at 
least 10 years or is transportation property, 
and 

‘‘(III) which is subject to section 263A by 
reason of clause (ii) or (iii) of subsection 
(f)(1)(B) thereof. 

‘‘(ii) ONLY PRE-SEPTEMBER 11, 2004, BASIS ELI-
GIBLE FOR ADDITIONAL ALLOWANCE.—In the 
case of property which is qualified property 
solely by reason of clause (i), paragraph (1) 
shall apply only to the extent of the adjusted 
basis thereof attributable to manufacture, 
construction, or production before Sep-
tember 11, 2004. 

‘‘(iii) TRANSPORTATION PROPERTY.—For pur-
poses of this subparagraph, the term ‘trans-
portation property’ means tangible personal 
property used in the trade or business of 
transporting persons or property. 

‘‘(C) EXCEPTIONS.—
‘‘(i) ALTERNATIVE DEPRECIATION PROP-

ERTY.—The term ‘qualified property’ shall 
not include any property to which the alter-
native depreciation system under subsection 
(g) applies, determined—

‘‘(I) without regard to paragraph (7) of sub-
section (g) (relating to election to have sys-
tem apply), and 

‘‘(II) after application of section 280F(b) 
(relating to listed property with limited 
business use). 

‘‘(ii) ELECTION OUT.—If a taxpayer makes 
an election under this clause with respect to 
any class of property for any taxable year, 
this subsection shall not apply to all prop-
erty in such class placed in service during 
such taxable year. 

‘‘(iii) QUALIFIED LEASEHOLD IMPROVEMENT 
PROPERTY.—The term ‘qualified property’ 
shall not include any qualified leasehold im-
provement property (as defined in section 
168(e)(6)). 

‘‘(D) SPECIAL RULES.—
‘‘(i) SELF-CONSTRUCTED PROPERTY.—In the 

case of a taxpayer manufacturing, con-
structing, or producing property for the tax-
payer’s own use, the requirements of clause 
(iii) of subparagraph (A) shall be treated as 
met if the taxpayer begins manufacturing, 
constructing, or producing the property after 
September 10, 2001, and before September 11, 
2004. 

‘‘(ii) SALE-LEASEBACKS.—For purposes of 
subparagraph (A)(ii), if property—

‘‘(I) is originally placed in service after 
September 10, 2001, by a person, and 

‘‘(II) sold and leased back by such person 
within 3 months after the date such property 
was originally placed in service,

such property shall be treated as originally 
placed in service not earlier than the date on 
which such property is used under the lease-
back referred to in subclause (II). 

‘‘(E) COORDINATION WITH SECTION 280F.—For 
purposes of section 280F—

‘‘(i) AUTOMOBILES.—In the case of a pas-
senger automobile (as defined in section 
280F(d)(5)) which is qualified property, the 
Secretary shall increase the limitation 
under section 280F(a)(1)(A)(i) by $4,600. 

‘‘(ii) LISTED PROPERTY.—The deduction al-
lowable under paragraph (1) shall be taken 
into account in computing any recapture 
amount under section 280F(b)(2).’’

(b) ALLOWANCE AGAINST ALTERNATIVE MIN-
IMUM TAX.—

(1) IN GENERAL.—Section 56(a)(1)(A) (relat-
ing to depreciation adjustment for alter-
native minimum tax) is amended by adding 
at the end the following new clause: 

‘‘(iii) ADDITIONAL ALLOWANCE FOR CERTAIN 
PROPERTY ACQUIRED AFTER SEPTEMBER 10, 2001, 
AND BEFORE SEPTEMBER 11, 2004.—The deduc-
tion under section 168(k) shall be allowed.’’

(2) CONFORMING AMENDMENT.—Clause (i) of 
section 56(a)(1)(A) is amended by striking 
‘‘clause (ii)’’ both places it appears and in-
serting ‘‘clauses (ii) and (iii)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after September 10, 2001, in 
taxable years ending after such date. 
SEC. 202. TEMPORARY INCREASE IN EXPENSING 

UNDER SECTION 179. 
(a) IN GENERAL.—The table contained in 

section 179(b)(1) (relating to dollar limita-
tion) is amended to read as follows:

‘‘If the taxable year The applicable 
begins in: amount is: 

2001 ........................... $24,000
2002 or 2003 ................ $40,000
2004 or thereafter ...... $25,000.’’

(b) TEMPORARY INCREASE IN AMOUNT OF 
PROPERTY TRIGGERING PHASEOUT OF MAX-
IMUM BENEFIT.—Paragraph (2) of section 
179(b) is amended by inserting before the pe-
riod ‘‘($325,000 in the case of taxable years 
beginning during 2002 or 2003)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2001.
SEC. 203. ALTERNATIVE MINIMUM TAX REFORM. 

(a) REPEAL OF PREFERENCE FOR DEPRECIA-
TION.—

(1) Paragraph (1) of section 56(a) is amend-
ed by adding at the end the following new 
subparagraph: 

‘‘(E) TERMINATION.—This paragraph shall 
not apply to property placed in service in 
taxable years beginning after December 31, 
2001.’’

(2) Paragraph (5) of section 56(a) is amend-
ed by adding at the end: ‘‘This paragraph 
shall not apply to property placed in service 
in taxable years beginning after December 
31, 2001.’’

(b) REPEAL OF 90 PERCENT LIMITATION ON 
FOREIGN TAX CREDITS.—

(1) Subsection (a) of section 59 is amended 
by striking paragraph (2) and by redesig-
nating paragraphs (3) and (4) as paragraphs 
(2) and (3), respectively. 

(2) Subclause (II) of section 53(d)(1)(B)(i) is 
amended by striking ‘‘and if section 59(a)(2) 
did not apply’’. 

(c) REPEAL OF 90 PERCENT LIMITATION ON 
NET OPERATING LOSS DEDUCTION.—Subpara-
graph (A) of section 56(d)(1), as amended by 
section 204, is amended to read as follows: 

‘‘(A) the amount of such deduction shall 
not exceed alternative minimum taxable in-
come determined without regard to such de-
duction, and’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2001. 
SEC. 204. CARRYBACK OF CERTAIN NET OPER-

ATING LOSSES ALLOWED FOR 5 
YEARS. 

(a) IN GENERAL.—Paragraph (1) of section 
172(b) (relating to years to which loss may be 
carried) is amended by adding at the end the 
following new subparagraph: 

‘‘(H) In the case of a taxpayer which has a 
net operating loss for any taxable year end-
ing during 2001 or 2002, subparagraph (A)(i) 
shall be applied by substituting ‘5’ for ‘2’ and 
subparagraph (F) shall not apply.’’

(b) ELECTION TO DISREGARD 5-YEAR 
CARRYBACK.—Section 172 (relating to net op-
erating loss deduction) is amended by redes-
ignating subsection (j) as subsection (k) and 
by inserting after subjection (i) the following 
new subsection: 

‘‘(j) ELECTION TO DISREGARD 5-YEAR 
CARRYBACK FOR CERTAIN NET OPERATING 
LOSSES.—Any taxpayer entitled to a 5-year 
carryback under subsection (b)(1)(H) from 
any loss year may elect to have the 
carryback period with respect to such loss 
year determined without regard to sub-
section (b)(1)(H). Such election shall be made 
in such manner as may be prescribed by the 
Secretary and shall be made by the due date 
(including extensions of time) for filing the 
taxpayer’s return for the taxable year of the 
net operating loss. Such election, once made 
for any taxable year, shall be irrevocable for 
such taxable year.’’

(c) TEMPORARY SUSPENSION OF 90 PERCENT 
LIMIT ON CERTAIN NOL CARRYBACKS.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 56(d)(1) (relating to general rule defining 
alternative tax net operating loss deduction) 
is amended to read as follows: 

‘‘(A) the amount of such deduction shall 
not exceed the sum of—

‘‘(i) the lesser of—
‘‘(I) the amount of such deduction attrib-

utable to net operating losses (other than 
the deduction attributable to carrybacks de-
scribed in clause (ii)(I)), or 

‘‘(II) 90 percent of alternative minimum 
taxable income determined without regard 
to such deduction, plus 

‘‘(ii) the lesser of—
‘‘(I) the amount of such deduction attrib-

utable to carrybacks of net operating losses 
for taxable years ending during 2001 or 2002, 
or 

‘‘(II) alternative minimum taxable income 
determined without regard to such deduction 
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